farther north and from Van Diemen's Land. Thus, this portion of Australia was originally settled by migration within Australia.
In 1829, 19 counties around Sydney in the southeast, comprising 8.9 million hectares, were officially designated as the only area of settlement in New South Wales. But sheepmen had already established stations (ranches) and sheep runs beyond the official boundaries before they were so designated. Such individuals were legally trespassers on crown land and, like their counterparts in the United States who occupied land without title or permit, they became known as squatters. Unlike squatters in the United States, however, those in Australia were for the most part men of substance from the middle and upper classes of British society. The term squatter did not carry any invidious meaning. In fact, squatters became the landed gentry of Australiathe so-called squattrocracy-and their wealth made them the most powerful economic segment of the population. Sheep were the basis of their wealth, and by 1850 there were more than 15 million head in Australia. Squatting was legitimized in 1836, after the British government recognized the impossibility of enforcing the original settlement restrictions. The expansion of the pastoral industry did not result in new urban centers; the hundreds of sheep stations in New South Wales had an average of only 10 to 12 people each. The established seaport cities continued to be the main centers of population, making relative urbanization a feature of the Australian settlement pattern in the colonial period.
Self-Government and Economic Expansion, 1850-1900:
The Australian colonies of New South Wales, South Australia, Tasmania (renamed officially from Van Diemen's Land in its constitution), and Victoria achieved self-government during 1855 and 1856. Queensland received a constitution similar to that of New South Wales when it was separated from the latter and established as a new colony in 1859. Western Australia remained under the old system owing to its small population and limited economic growth. Democratic political practices developed rapidly after the new constitutions came into force.
The Australian colonies became self-governing while undergoing great changes caused by the discovery of gold in 1851. Gold was, in fact, a cause for the change in attitude of the British government, which considered that the increasing wealth as well as the growing population of the colonies justified their assumption of political responsibility. The discovery of gold, first in New South Wales and soon afterward in the new colony of Victoria, led to an influx of newcomers, including professional and skilled people. In the 1850s, Victoria produced more than one-third of the world's gold. Between 1852 and 1870, gold's export value was greater than that of wool. Most Australian gold was exported to Britain, which used it to maintain a gold standard for the pound.
Agriculture, transportation, and industry developed from the 1850s to meet the demands of the increasing population. South Australia, largely through its own capital resources, increased wheat output sharply, started the manufacture of agricultural machinery, and pioneered river transport to ship grain to Victoria. The colonial governments of New South Wales and Victoria undertook to build railroads, but the selection of different gauges was the origin of an eventual major problem in transportation. Industries of all sorts-processing, manufacturing, and engineering, including foundries and shipyards-were established in Sydney and Melbourne. Western Australia and Tasmania, however, did not experience similar development.
The pastoral industry adapted in part to changing conditions by greatly increasing cattle breeding for both beef and dairy products, which required less labor than sheep, and by slaughtering sheep for mutton. Where capital was available-chiefly in Victoria-station owners started to fence their sheep runs as a means of reducing their need for shepherds. Wool shippers benefited greatly from improved ocean shipping, which increased the frequency and decreased the cost and elapsed time of voyages to and from Britain.
The suddenly increased pressure on the land resources of New South Wales and Victoria beginning in the 1850s resulted in a popular movement against squatting and squatters; the slogan was "Unlock the Lands" to permit the formation of new wheat and dairy farms. The colonial governments were powerless to resolve the conflict until 1856, when their newly acquired constitutions gave them control of the disposition of public lands. Land reform laws were finally enacted in the 1860s after bitter political struggles. The elaborate provisions of the laws proved in many cases to be of more benefit to squatters than to would-be settlers.
The 1870s and 1880s were decades of great economic development in the Australian colonies. Farming expanded as railroads penetrated the coastal ranges of the southeast and more land became accessible. Irrigation works were extended and improved, specialized machinery was invented (for example, the so-called jump-stump plow), and improved seeds and farming methods contributed to higher yields. By the late 1880s, the volume of investment had led to spiraling speculation, especially in Victoria, where the boom reached its greatest height and where the subsequent collapse was eventually the greatest. Low wool prices and a severe drought brought about a depression in the 1890s.
Federation to 1945:
The Commonwealth of Australia was established on January 1, 1901. After approval of a draft constitution by Australian voters, the British Parliament had passed legislation in 1900 to enable the commonwealth to come into existence. The constitution gave the commonwealth, or federal government, certain defined powers; all residual powers were given to the governments of the six colonies, which were renamed states. In this respect and in its separate and independent judiciary, the political system resembled that of the United States. Executive authority was established on the British model, with a cabinet headed by a prime minister responsible to the lower house of the bicameral legislature.
Expansion of the Australian economy in the first decade of the twentieth century was followed by an increase in immigration, which totaled 200,000 from 1911 to 1913 (population growth at that time was slowest in Victoria and fastest in Western Australia). Wool production reached a new high level, although the numbers of sheep had not quite regained the peak of 1891 after the serious damage of drought years to the pastoral industry. Tariff protection on a national basis encouraged an increase in the number of factories, in manufacturing production, and in industrial employment. Most industry was small scale, much of it concerned with processing agricultural commodities. The Australian steel industry started in 1905 when a blast furnace was built in New South Wales.
As part of the British Empire, Australia joined forces with Britain in World War I. Australian forces during World War I-all volunteers-totaled 416,809, drawn from a population that did not reach 5 million until 1918. Nearly 330,000 served overseas in army, navy, and flying corps units. They incurred 226,000 casualties, including 60,000 killed. Australian forces took part in the naval and landing actions that eliminated the German presence in the South Pacific early in the war. Australian troops also participated in the campaigns in the Middle East that ended with Turkey's surrender. Australia's economy and politics were profoundly affected by the scope of the measures that the government took to support the country's war effort. The pattern of industry and employment changed, in part to provide substitutes for products unobtainable from Britain during the war. Despite the growth of manufacturing and industrial employment, unemployment was high-greater than 6 percent-and the Australian economy was not prosperous during the war years.
In World War II, the reaction was the same as that of 1914; Australia was automatically at war without further formality when Britain declared war on Germany on September 3, 1939. Again forces were sent to the Middle East. The Royal Australian Air Force was rapidly expanded, and some of its units took part in the Battle of Britain in 1940. In the difficult military campaigns that finally succeeded in eliminating or neutralizing Japanese military forces in the islands to the north and northeast of Australia, Australian army, navy, and air force units played a major role. Australia proper was not invaded but was subjected to 96 attacks by air, which included severe damage to Darwin. Some 691,400 men and women served in Australia's armed forces during six years of war. Casualties numbered about 71,000, of whom more than 29,000 were killed and almost 2,500 were missing; 30,000 were taken prisoner, of whom 8,000 died in captivity.
Australia Since 1945:
In the post-World War II-era, Australia's foreign policy became more closely aligned with the United States than with Britain. Another foreign policy theme has been collective security. Australian forces participated in the Korean War Size: Australia is slightly smaller than the 48 contiguous states of the United States. Its total area is 7,686,850 square kilometers, of which 68,920 square kilometers are water. Australian territory and dependencies include thousands of islands that vary greatly in size and proximity.
Land Boundaries: None.
Disputed Territory: As of 2005, Australia and East Timor have failed to reach an agreement over how to delimit a permanent maritime boundary. In addition, the two nations disagree about how to share unexploited petroleum resources not covered by the 2002 Timor Sea Treaty. This bilateral dispute in turn has hampered revision of the maritime boundary between Australia and Indonesia; Indonesian groups dispute Australian claims over the Ashmore Reef. Australia also asserts land and maritime claims in Antarctica.
Length of Coastline:
Australia's coastline totals 25,760 kilometers along the Timor Sea in the northwest, the Arfura Sea in the north, the Coral Sea in the northeast, the Tasman Sea in the southeast, and the Indian Ocean in the south and west.
Maritime Claims: Australia claims a 12-nautical-mile territorial sea, a 24-nautical-mile contiguous zone, a 200-nautical-mile exclusive economic zone, and a 200-nautical-mile continental shelf or the distance to the edge of the continental shelf. In 2004 Australia claimed a 1,000-nautical mile-wide maritime identification zone, an act that has caused concern among other states in the region.
Topography: Plateaus with areas of desert dominate the western two-thirds of Australia. The lowland plains of the east-central region gradually rise into a highland belt along the east coast. Mainland Australia's highest point, at 2,228 meters, is Mount Kosciuszko; the lowest point, at 15 meters below sea level, is Lake Eyre. The highest point in Australian territory is Mawson Peak (2,745 meters high), located on Heard Island north of Antarctica.
Principal Rivers: Australia is the world's driest inhabited continent (only Antarctica is drier), and many of its rivers have highly variable flows. Australia's longest river is the Murray (2,520 kilometers); other major rivers are the Murrumbidgee (1,575 kilometers), the Darling (1,390 kilometers and a tributary of the Murray River), and the Lachlan (1,370 kilometers). The Murray-Darling River Basin covers more than 1 million square kilometers, or around 14 percent of Australia.
Climate: Australia's climate is subtropical arid. The north has hot, humid, and rainy summers and dry, warm winters. In the south, summers are dry and sunny, and winters are mild and rainy. Except on the eastern coast, rainfall is generally low. Average annual rainfall ranges from 325.6 millimeters in Alice Springs to 1,847.1 millimeters in Darwin. The average daily maximum temperature ranges from 17.2º C in Hobart to 32.1º C in Darwin. The average daily minimum temperature ranges from 6.7º C in Canberra to 23.4º C in Darwin.
Natural Resources: Australia has significant deposits of coal, natural gas, petroleum, and various minerals, including bauxite, copper, diamonds, gold, iron ore, lead, nickel, silver, tungsten, uranium, and zinc.
Land Use: Only 6 percent of the Australian landmass is arable, and less than 1 percent is dedicated to permanent crops. The remaining 93 percent of the land mass is arid and nutrient poor. As of 2002, 10 percent of Australia's environment was protected under various forms of legislation.
Environmental Factors: Australia faces a number of significant environmental concerns, including soil erosion as a result of overgrazing, industrial development, and poor farming practices; desertification; and limited natural freshwater sources. It is estimated that since European settlement, 50 percent of Australia's wetlands have been drained and put to other uses. Shrinking habitat due to increasing agriculture is a threat to the sustainability of a variety of native plant and animal species, and increased shipping and tourism threaten the Great Barrier Reef. Invasive non-native plant and animal species introduced onto the Australian continent in the past century have at times had a negative impact on the environment. Demography: According to 2005 estimates, 19.8 percent of the population is less than 15 years of age, 67.2 percent is 15-64, and those aged 65 and older account for 12.9 percent of the population. The overall population has 0.99 males for every female. The number of births per 1,000 is 12.3 and the number of deaths, 7.4 per 1,000. The infant mortality rate per 1,000 live births is nearly 4.7. The total fertility rate is nearly 1.8 children born per woman. Life expectancy at birth is estimated at 80.4 years (77.5 years for men, 83.4 years for women).
Ethnic Groups: Caucasians represent 92 percent of the population of Australia. Asians make up 6 percent, and aboriginal peoples account for 2 percent.
Languages:
English is the official language of Australia, but 2.8 million people, corresponding to 16 percent of the population, speak another language at home, according to the 2001 census. The most commonly used languages after English are Italian, Greek, Cantonese, Arabic (including Lebanese), Mandarin, and Spanish. In addition, more than 50,000 people speak an indigenous language.
Religion: Roman Catholics represent 27 percent of the population; Anglicans, 21 percent; other Christian denominations, 20 percent; and non-Christian faiths, 5 percent. Australians claiming no religious affiliation represent 16 percent of the population, while another 12 percent choose not to state their religious affiliation.
Education and Literacy:
Education is compulsory from six to 16 years of age in the states of South Australia and Tasmania and to 15 years of age elsewhere in Australia. The final two years of secondary school generally take place after the compulsory stage; 75 percent of students attended the final two years of schooling in 2003. Curricula vary from state to state, but as of early 2005 moves were underway to standardize core education areas and the age of commencement of students. These changes are expected to allow students to have access to 13 years of schooling on a comparable basis anywhere in Australia. In 2003 Australia had 9,607 primary and secondary schools (72 percent of which were government schools), with 3.3 million students (2.3 million in government schools) and 229,576 full-time or full-time equivalent teachers (67 percent in government schools). Australia has approximately 40 institutions of higher education. In 2003, 929,952 students attended institutions of higher education (including about 500,000 women), and institutions of higher learning employed 35,867 faculty (about 60 percent male) and 48,568 non-academic staff (about 60 percent female). As of 2005, the nation's literacy rate was 85 percent.
Health: Australians enjoy one of the highest life expectancies in the world (total population 80.4 years; 77.5 male, 83.4 female) and a well-developed health care system. In 2002-3 total spending on health care (government, private health insurance, and individual outlays) as a proportion of the gross domestic product was 9.5 percent. The Australian government provided 68 percent of total health expenditures in 2002-3, which amounted to US$54. Welfare: Australia has an extensive, multifaceted social welfare system designed to address the educational, health care, housing, and income needs of its citizens. More than 4 million Australians are direct beneficiaries of income support payments. Other social welfare programs include family assistance, youth and student support, child-care support, labor-market assistance, housing assistance (both rental and home ownership), support for people with disabilities, support for caregivers, support for the aged, and retirement planning assistance. Residential facilities for aged persons are funded by various sources, including the government. An array of veterans' benefits also are provided by the government, including disability compensation (for veterans and their surviving spouses), a veterans' children education program to provide education allowances and other forms of educational assistance, income support, military compensation and rehabilitation, housing programs, and health care and counseling services.
ECONOMY
Overview: Australia's market economy charted a fourteenth consecutive year of positive growth in 2004, and growth in early 2005, although somewhat cooler, remained robust. Recent growth has been buoyed by rising demand for commodities that Australia has in abundance and that China requires for its surging economy. China and Australia, natural economic partners (China needs raw materials, and Australia needs manufactured goods), are pursuing a free-trade agreement. In January 2005, a free-trade agreement between Australia and the United States went into force. The services sector accounts for 68.4 percent of the gross domestic product (GDP); mining and agricultural services (only 7 percent of GDP combined) account for 57 percent of Australia's goods and services exports. Manufacturing, in decline for decades, accounts for just 11 percent of GDP. Since the 1980s, Australia has replaced its import substitution economy with an export-oriented one, in the process instituting key reforms such as reducing high tariffs, floating the Australian dollar, and improving the integration of state economies into a federal system. These reforms, along with consistent positive economic indicators (including high and rising per capita income, rising productivity, low unemployment, low inflation, and consistent GDP growth), are the foundation of Australia's economic prosperity. 
Gross Domestic Product (GDP):

Mining and Minerals:
In 2002 the major products of Australia's mining sector included magnesite (449,000 tons), hard coal (348.9 million tons), gold (278 tons), iron ore (198 million tons gross weight), talc (166 million tons), lignite (73 million tons), and bauxite (54 million tons), as well as 240 million barrels of crude petroleum and 33 million cubic meters of natural gas. In that same year, Australian mines produced 32 million carats of gem and industrial diamonds. The majority of Australia's mineral production is exported, with the exception of crude oil, which is refined and used domestically.
Industry and Manufacturing:
The industrial sector's share of Australia's gross domestic product (GDP) has declined steadily since the 1970s. In 2004 the industrial sector accounted for 28.2 percent of GDP and employed about 26 percent of the labor force. In 2002 (the most recent year for which complete figures are available), major products included concrete (19.4 million cubic meters), tobacco (18.4 million tons), automotive gasoline (18 million liters), automotive diesel fuel (13 million liters), raw steel (8.3 million tons), cement (7.2 million tons), pig iron (6 million tons), and beer (1.7 million liters).
Energy: Australia has significant reserves of coal, natural gas, and petroleum and is one of the few Organisation for Economic Cooperation and Development (OECD) countries that is a net exporter of energy. As of January 2002, Australia had the capacity to generate 45.3 million kilowatts of electricity. In that same year, Australia generated 210.3 billion kilowatt-hours while consuming 195.6 billion kilowatt-hours.
Coal fuels most domestic power consumption, and Australia is the world's largest exporter of coal, with 28 percent of global coal exports. Australia's coal reserves are estimated at 90.5 billion short tons, and approximately 60 percent of annual production is exported, with 60 percent of coal exports destined for Japan. In the decade leading up to 2002, coal production grew by 4 percent annually, reaching 378 million short tons that year. Proposed tariffs on coal imports into Japan as well as competition from China's coal sector could weaken the industry in the future.
Oil reserves are estimated at 3.5 billion barrels, an increase of 20 percent over 2001 levels. Oil production peaked in 2000 at 805,000 barrels per day but has fallen since then and is expected to level out at 560,000 barrels per day in 2006. Australia has eight refineries with a total crude oil distillation capacity of 754,975 barrels per day, but the refinery sector has suffered from declining gross margins. ExxonMobil closed its Adelaide refinery in 2003, and further closures are expected.
Natural gas reserves are estimated at 90 trillion cubic feet, making Australia the largest reserve in the Asia-Pacific region. Disputes over rights to large reserves in the Timor Sea between Australia and East Timor continue despite the signing of the Timor Gap agreement in March 2003. Australia began exporting liquefied natural gas (LNG) in 1989 and by 2002 was the sixth largest global exporter of LNG. Japan is the primary market for Australian LNG, although China, South Korea, and Spain also purchase smaller shipments. A proposed sale of 12.5 percent of the Gorgon field's proven reserves (estimated at 12.9 trillion cubic feet) to China's CNOOC would generate US$21 billion in sales over a 25-year period, making it the largest export commitment in Australia's history. 
Foreign Economic Relations:
Australia is balancing traditionally strong economic ties to the United States with a budding economic partnership with China, but the European Union is Australia's largest overall trading partner. The United States is the single largest investor in the Australian economy, and Australia buys more products from the United States than from any other nation. However, U.S. farm subsidies and trade barriers have been the source of friction. On January 1, 2005, Australia and the United States enacted a free-trade agreement, and now Australia is pursuing similar agreements with China, Malaysia, and the United Arab Emirates. China and Australia are natural economic partners because China needs Australia's raw materials, such as coal, iron ore, gas, and oil, for its manufacturing sector. Japan-the top single importer of Australian products-purchased twice as much from Australia as China did in 2004.
Although Australia generally prefers bilateral trade agreements, it sometimes is willing to advance its economic goals in a multilateral context, such as via the Association of Southeast Asian Nations (ASEAN) Free Trade Area (AFTA) Closer Economic Partnership and the AsiaPacific Economic Cooperation (APEC) forum. The Australian government believes that more trade liberalization can be achieved through bilateral arrangements than under the auspices of the World Trade Organization (WTO), of which Australia is a founding member (since January 1, 1995).
Imports:
In 2004 Australia imported US$110.0 billion of merchandise. The largest imports were passenger motor vehicles (7.9 percent), crude petroleum (5.9 percent), computers (3.9 percent), medicine (3.8 percent), and telecommunications equipment (3.5 percent). The principal import partners were the United States (14.5 percent), China (12.7 percent), Japan (11.8 percent), Germany (5.8 percent), and Singapore (4.4 percent).
Exports:
In 2004 Australia exported US$91.7 billion of merchandise. The largest exports were coal (11.4 percent), iron ore (5.2 percent), non-monetary gold (4.8 percent), crude petroleum (4.2 percent), and bovine meat (3.9 percent). The principal export partners were Japan (18.9 percent), China (9.3 percent), the United States (8.1 percent), South Korea (7.8 percent), and New Zealand (7.4 percent).
Trade Balance:
In 2004 Australia posted a merchandise trade deficit of US$18.3 billion.
Balance of Payments:
In 2004 Australia's current account balance was negative US$39.6 billion, representing 6.4 percent of gross domestic product. The current account deficit was offset by a similar surplus in the capital and financial account. In particular, the inflow of portfolio investment was unusually high. In general, inbound direct and portfolio investments are needed to finance Australia's chronic current account deficit. Foreign Aid: In the 12 months ending in mid-2005, Australia contributed US$1.6 billion of official development assistance (ODA), representing about 0.25 percent of gross domestic product (GDP), slightly higher than the donor average. Typically, the largest recipient of ODA is Papua New Guinea, a severely underdeveloped country that receives one-fifth of the total amount. However, in January 2005 Australia announced a US$770 million tsunami aid package-divided equally into grants and loans-for Indonesia. The twin goals of the ODA program are poverty reduction and regional stability, which the government holds to be closely related. The primary aid categories are governance (20 percent), education (16 percent), health (13 percent), infrastructure (13 percent), and other (24 percent). 
Currency and Exchange
TRANSPORTATION AND TELECOMMUNICATIONS
Overview: Australia's transportation system must contend with the challenges of a vast, thinly populated continent. Over time, railroads have suffered from incompatibility as a result of the use of different gauges, but in January 2004 the first intercontinental rail service opened between the southern city of Adelaide and the northern city of Darwin. The road system varies in quality. More than 95 percent of the roads in the compact Australian Capital Territory are paved, whereas in the Northern Territory-with a small population settled in a large region-only about 29 percent of the roads are paved. Melbourne is Australia's busiest port.
Roads: Australia has 808,295 kilometers of roadways, 643,481 kilometers of which are surfaced. An 18,500-kilometer national highway links the state capitals and is the principal interstate road network. There are 259.5 kilometers of toll roads around Brisbane, Melbourne, and Sydney.
Railroads:
The separate British colonies of Australia developed their own rail systems prior to federation in 1901, and as such, it was not until 1995 that the various capital cites (with the exception of Darwin in the Northern Territory) were connected to one another by standard-gauge (1.435-meter) rail lines. Australia has 43,802 kilometers of railroads, of which just 5,290 are electrified. Standard-gauge rail accounts for 26,675 kilometers, narrow-gauge for 14,957 kilometers, broad-gauge for 1,957 kilometers, and dual-gauge for 213 kilometers. In January 2004, the first transcontinental railroad began freight service between Adelaide and Darwin. The completion of this railroad is expected to facilitate trade with China. The dream of a transcontinental railroad first had been conceived in the mid-nineteenth century.
Ports: Australia, an island nation located a great distance from major international markets, is heavily dependent on its system of ports. There are five major Australian ports: Adelaide, Brisbane, Fremantle, Melbourne, and Sydney. Melbourne is the largest container and general cargo port in the nation and handles approximately US$60 billion worth of trade annually. Sydney, the second largest port, actually includes two ports; 70 percent of Sydney's bulk and container trade goes through Botany Bay, while Sydney Harbour handles passenger as well as commercial trade. Fremantle, located south of Perth and the port closest to the Southeast Asian hub of Singapore, is the third largest in Australia.
Inland Waterways: Although the Murray River once served as an important transport artery, it has been supplanted by rail and other trade routes. The Murray and other rivers in the MurrayDarling river system are used mostly for recreation.
Civil Aviation and Airports:
Australia has 411 airports, of which 271 have paved runways. In preparation for the 2000 Olympics, Sydney Airport underwent a US$800 million upgrade, while an earlier runway expansion of Adelaide's airport made it accessible to Boeing 747 aircraft. Other major airports include Brisbane, Canberra, Melbourne, and Perth. Australia's national carrier is Qantas, which was privatized in 1992 after deregulation of the Australian airline industry. It was purchased by British Airways in 1993 and in 2000 carried 20 million passengers and 82,000 tons of freight. Qantas provides domestic and international service; its main overseas destinations include Auckland, Bangkok, Frankfurt, Hong Kong, Honolulu, London, Los Angeles, Manila, New York, Paris, Rome, Singapore, Shanghai, Taipei, and Tokyo. Qantas's fleet of 194 aircraft (as of July 2005) includes planes such as the Boeing 737-800 and 747-400ER and the Airbus A330-200 and A330-300. Qantas is scheduled to take delivery of 12 Airbus A380 aircraft in 2007. Virgin Blue, a low-cost domestic carrier, also operates in Australia.
Pipelines:
The bulk of Australia's pipeline infrastructure was built to carry natural gas from production fields in the center of the country to coastal cities. There are roughly 29,000 kilometers of natural gas pipeline, but just 4,700 kilometers of oil pipeline. Pipeline infrastructure is fragmented, and new investment is hindered by concerns among investors that tax and regulatory frameworks are unwieldy. Updating the pipeline infrastructure in order to efficiently supply the nation with energy from burgeoning offshore natural gas fields will require (according to the Australian government) US$5.5 billion over 10 years. The Australian Pipeline Trust operates some 4,400 kilometers of pipeline, both oil and gas, and Epic Energy operates another 2,500 kilometers of oil and gas pipeline. 
GOVERNMENT AND POLITICS
Overview: Australia is an independent nation within the Commonwealth of Nations, which is headed by the British monarch. Australia recognizes the sovereignty of the British monarch, who is represented in Australia by a governor general. Australia's political system is a parliamentary democracy that operates according to the Westminster model. The main features of the Westminster system are that the majority in the lower house of parliament forms the government and appoints the prime minister, who selects a cabinet accountable to the lower house. The minority parties form a loyal opposition. Australia's government adheres to federalism, whereby power is divided between the national government (also known as the commonwealth) and the states.
Constitution: Australia's constitution was approved on July 9, 1900, and went into effect on January 1, 1901. It is partly modeled after the U.S. constitution, but it does not include a "bill of rights." The constitution establishes a federal system, whereby the national government, or commonwealth, and the states share power. The constitution clearly defines the powers of the commonwealth, and residual powers reside with the states. In the event that commonwealth law is inconsistent with state law, commonwealth law takes precedence.
Branches of Government:
The nominal head of state is the governor general, who is appointed by the prime minister in consultation with the British monarch. Although the constitution stipulates that the British monarch shall appoint the governor general, the prime minister actually decides who will serve in this capacity. Australia has a bicameral parliament, consisting of the 76-member Senate and the 150-member House of Representatives. Each state has 12 senators, and each territory has two senators, regardless of population. Seats in the House are apportioned by population, but no state can have fewer than five representatives. The majority party (or party coalition) in the House of Representatives forms the government and appoints its leader as prime minister, whereupon he or she selects cabinet ministers from both chambers of parliament. The ministers are accountable to parliament, which has the right to question them publicly. Both houses of parliament may initiate ordinary legislative proposals, but all revenue bills must originate in the House. A simple majority is needed to adopt a bill in either house. A bill passed by one house is transmitted to the other for concurrence. If passed by both houses, the bill is submitted to the governor general for royal assent in the name of the queen.
Australia has an independent judiciary. Civil and criminal courts exist at the federal, state, and territorial levels. At the pinnacle of the federal court system stands the seven-member High Court, which has ultimate responsibility for appeals and constitutional reviews. State and territorial supreme, district, and county courts handle major cases. Magistrates' and specialists' courts handle minor cases.
Administrative Divisions: Australia is divided into six states (New South Wales, Queensland, South Australia, Tasmania, Victoria, and Western Australia) and two principal self-governing territories (the Australian Capital Territory, which includes the national capital of Canberra, and the Northern Territory). Australia also administers a number of territories and dependencies, including the Ashmore and Cartier Islands, Christmas Island, the Cocos (Keeling) Islands, the Coral Sea Islands, Heard Island and the McDonald Islands, and Norfolk Island.
Provincial and Local Government:
Under the federal system, the commonwealth shares power with the states, and the financial relationship between these two levels of government is a key challenge. The federal government collects 70-80 percent of taxes, but the responsibility for spending is more evenly shared between the commonwealth and the states. A premier heads each of the six states, and a chief minister heads each of the two territories. These figures are the leaders of the governing party in the popularly elected state or territorial legislatures.
Judicial and Legal System: Australia has an independent judiciary. The legal system is based on English common law, including the principle of judicial precedent. Defendants are entitled to a fair trial, the presumption of innocence, and representation by an attorney, and they have the right to appeal decisions and sentences. In general, judges conduct trials, and juries deliver the verdicts.
Electoral System: National elections are held at least every three years because that is the maximum term for any government. Voters rank candidates for the House of Representatives and the Senate by number, and these preferences are used to determine the winners. Voters state their preference for House candidates in their district and for Senate candidates in their state. Senators representing each of the six states are elected for six-year terms, and half of them stand for election every three years. Senators representing each of the two territories are elected for threeyear terms. All members of the House serve three-year terms. Voting is universal and compulsory at age 18, and small fines are imposed on the less than 10 percent of the electorate that declines to participate. The last national elections were held in October 2004.
Politics and Political Parties:
The Liberal Party and the Nationals form Australia's governing coalition, which has been in power since 1996. This coalition solidifies an alliance between urban and rural interests, given that the Liberals primarily represent urban and pro-business voters while the Nationals, whose support is waning, primarily represent rural voters. The coalition currently holds 87 seats in the House (75 Liberal and 12 National). The main opposition party is the Australian Labor Party (60 seats in the House), which represents left-of-center and pro-trade union voters. The other parties-Australian Democrats, Australian Greens, and Family First-are small and have a marginal impact on politics. The current prime minister is John Howard, who took office in 1996 and was reelected in 1998, 2001, and 2004. Mass Media: Australia's mass media are independent of the government and enjoy freedom of the press. In an October 2003 survey, the international group Reporters without Borders rated Australia fiftieth in the world in terms of press freedom. On July 1, 2005, the Australian government's Communications and Media Authority (ACMA) assumed responsibility from predecessor organizations for regulating the mass media. ACMA is responsible for enforcing the Broadcasting Services Act of 1992, which prohibits the excessive concentration of media ownership and promotes community standards.
The Australian is the only national broadsheet newspaper. Other prominent newspapers include The Age, which is published in Melbourne, and the Sydney Morning Herald. Major national magazines include New Dawn and News Weekly. Several other publications, including the Australian Financial Review, focus on financial news and analysis. Australia has three national commercial television networks-Nine Network, Seven Network, and Network Ten-and two public television broadcasters: the Australian Broadcasting Corporation (ABC) and Special Broadcasting Service (SBS). There are 50 regional or local commercial television stations, plus two major cable television networks. ABC and SBS also manage radio networks. Australia has 272 commercial radio stations.
Foreign Relations: Australia's foreign policy revolves around relations with the United States, Japan, China, and Indonesia. Throughout its history, Australia has been a close ally of the United States, and the two nations continue to maintain a close political, military, and economic relationship. Despite a wide-ranging consensus on regional issues and counterterrorism, Australia has expressed concern about the failure of the United States to ratify the Comprehensive Nuclear Test Ban Treaty or to sign the Biological Weapons Convention. Australia participated in United States-led military interventions in Afghanistan and Iraq in the early 2000s. The United States is a major trading partner, and the two nations concluded a freetrade agreement that went into effect on January 1, 2005. At the same time, Australia has increasingly close economic ties with China, with which it is pursuing a similar free-trade agreement. The achievement of free-trade agreements with both the United States and China would be a first among major nations. Australia is attempting to balance its budding friendship with China and its long-standing friendship with the United States. This balancing act could face a critical test should China ever attempt to use force against Taiwan. Complicating matters, Australia also is seeking to maintain a historically strong relationship with Japan, another rival of China. Australia's relations with Indonesia took a turn for the better in January when Australia provided US$770 million of aid to help Indonesia recover from the December 2004 tsunami that devastated the province of Aceh. In April 2005, the two nations agreed to a "comprehensive partnership." Relations between the two nations had suffered a severe setback in 1999 when NATIONAL SECURITY Armed Forces Overview: Australia's military (the Australian Defence Force) consists of 51,800 active-duty personnel and 21,600 reserves. Active-duty forces are assigned to the various services as follows: army (25,300), navy (12,850, including 990 naval aviation), and air force (13, 650) . The reserves are assigned as follows: army (17,200), navy (1,600), and air force (2,800). 
Foreign
Major Military Units:
The army's Land Command has a main headquarters, one deployable joint force headquarters, and three brigade headquarters, which are in charge of the following units: three combat service support regiments, one joint support regiment, one electronic warfare regiment, one armored regiment, two reconnaissance regiments, six infantry battalions, one independent armored personnel carrier squadron, one medium artillery regiment, two field artillery regiments, one air defense regiment, three combat engineering regiments, and three regional force surveillance units. An aviation brigade headquarters has one aviation brigade, two aviation regiments, and one aviation squadron. A logistic support force headquarters has three combat service support battalions and three force support battalions. The Special Operations Command consists of a headquarters, one special-forces regiment, two commando battalions, and one incident response regiment. The Training Command has 3,160 personnel. The navy is organized into a Maritime Command, a Naval Systems Command, and a Commodore Flotilla and operates seven naval bases. The air force has an Air Command and a Training Command.
Major Military Equipment:
The Australian army is equipped with 71 main battle tanks, 255 light armored vehicles, 364 armored personnel carriers, 270 towed artillery, 296 mortars, 651 recoilless launchers, 48 surface-to-air missiles, 5 aircraft, 293 helicopters, 15 marine vehicles, and 21 surveillance vehicles. The navy is equipped with 6 tactical submarines, 10 frigates, 15 offshore patrol combatants, 6 mine warfare vessels, 3 amphibious vessels, and 13 support ships. Naval aviation has 16 helicopters. The air force has 152 combat aircraft, including maritime reconnaissance aircraft, but no armed helicopters. Human Rights: The U.S. State Department has given Australia high marks for its respect for human rights. However, Human Rights Watch, a nongovernmental organization, has criticized Australia's strict policies on asylum. The government discourages refugees from many countries in the region from settling in Australia. For example, in the fall of 2001 Australia refused entry to 450 Afghani refugees who were stranded in the Indian Ocean. Instead, they were sent to detention camps or deported. Australia prefers to control its borders and offer citizenship to those most likely to make an economic contribution and maintain the country's values. Amnesty International also asserts that Australia's counterterrorism campaign has come at the expense of human rights. Amnesty International objects to the alleged detention and questioning of terrorist suspects without charges being filed. In 2000 the United Nations Human Rights Commission criticized Australia for its treatment of aborigines.
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